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EXPENDITURES IN 1952
The gross national product for the year
1952 will set a new record, as will total per-
sonal income. Gains from the preceding
year, however, will be substantially less than
in either 1950 or 1951. In the current quar-
ter total expenditures and output are show-
ing a considerable rise, reflecting strengthen-
ing of business and consumer demands and
probably some increase in national security
expenditures.
The smaller growth in national product
for this year, in physical as well as dollar
terms, reflects the temperate nature of many
private demands during most of 1952, as the
chart indicates, and a smaller increase in na-
tional security expenditures. It also reflects
the already high utilization of manpower
resources and productive capacity prevailing
last year. Notwithstanding a high rate of
resource utilization, prices in wholesale mar-
kets will average moderately lower this year
than in 1951, while consumer prices will aver-
age somewhat higher.
Outlays for national security purposes will
show a substantial increase for the year as
a whole. Following almost two years of
sustained growth, however, such outlays
changed little in the third quarter. Con-
sumer spending will be moderately higher
than in 1951. After rising slowly in the first
half of the year, consumer buying leveled
off in the third quarter but is showing a
sizable rise in the current quarter. As in














NOTE.—Department of Commerce quarterly estimates, ad-
justed for seasonal variation. Fourth quarter 1952 estimated
by Federal Reserve.
services will be a smaller proportion of con-
sumer incomes after taxes than in earlier
postwar years. Expenditures for business
plant and equipment may be somewhat
higher than last year. Present indications
are that as many new housing units will be
started as in 1951.
A major factor influencing economic de-
velopments was the shift from record ac-
cumulation of nonfarm business inventories
in die spring of 1951 to little change in the
first half of 1952. During this period the
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decline in expenditures for inventory ac-
cumulation about equaled the rise in outlays
for national security. The reduced volume
of buying for inventory was reflected in cur-
tailment of output in some nondefense in-
dustries and in lower prices for some indus-
trial materials and products. By midyear,
readjustment of inventories had been com-
pleted in many lines and incentives had
developed for some expansion in ordering
and production.
The steel strike in June and July resulted
in curtailed output in steel consuming in-
dustries, including some making defense
products, and sharp reductions of steel in-
ventories. Following the settlement, output
recovered rapidly.
Gross national product showed a slight
increase for the third quarter, and a large
advance is indicated for the current quarter.
Business stocks of steel and automobiles,
depleted by the strike, and of other non-
defense goods, reduced by earlier production
cutbacks, are being rebuilt. Retail sales rose
sharply in September and continued strong
in October. In October industrial produc-
tion reached a new postwar high, which is
being maintained in November. Output of
both durable and nondurable civilian goods
is up substantially from spring levels.
The labor market has also strengthened
in recent months. Nonfarm employment,
seasonally adjusted, which had been rela-
tively stable for a year at levels close to the
June 1951 peak, increased by 600,000 between
May and September. Average hours of
work in manufacturing increased appreciably
in September. Unemployment in October
amounted to 1.3 million, or 2 per cent of the
civilian labor force, and was lower than at
any time since World War II. Average
hourly earnings in manufacturing advanced
sharply in September.
Despite the recent expansion in sales and
output, there has been little upward pressure
on prices. Prices of farm products, espe-
cially livestock and cotton, and of a few basic
industrial commodities have declined fur-
ther. Wholesale prices of commodities other
than farm products and foods have been
fairly stable since spring and in early No-
vember were about 4 per cent below their
peak in March 1951. Consumer prices, after
rising slowly to a new high in August, have
since leveled off. Retail prices of foods have
eased a little, other goods have firmed, and
rents and services have continued to advance.
NATIONAL SECURITY OUTLAYS
Federal expenditures for national security
programs are currently about triple the pre-
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1 Budget expenditures differ somewhat in definition and amount
from expenditures for goods and services as used in the national
income accounts. On the latter basis security outlays in third
quarter 1952 were 49.6 billion dollars (annual rate).
2 Includes mainly expenditures of the State Department and
the Export-Import Hank and those for government and relief in
occupied areas and miscellaneous foreign aid.
3 Includes mainly expenditures of Selective Service Commission,
National Advisory Committee for Aeronautics, Federal Civil
Defense Administration, and expenditures under the Defense
Production Act and for maritime activities of the Commerce
Department.
Source.—Daily Statement of the U. S. Treasury.
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Korean rate, as the accompanying table
shows. Such spending now amounts to
about 15 per cent of total national product
as compared with 6 per cent before Korea.
Growth in security outlays during 1952,
however, has been substantially smaller than
was anticipated at the beginning of the year
and very much less than occurred last year.
After rising substantially in early 1952, secu-
rity outlays showed little change in the third
quarter but are apparently increasing in the
current quarter.
The bulk of the early expansion of national
security outlays was for wages and salaries,
other services, and soft goods associated di-
rectly with the build-up of the armed forces
and the staffing of defense agencies. This
phase of the defense program was largely
completed by the end of 1951, when nearly
3.5 million persons were in the armed forces,
as compared with 1.5 million in June 1950.
Increases in output of tanks, airplanes, and
other hard goods involved complex planning
and production problems and provision of
specialized facilities. These factors together
with the basic decision to procure advanced
types of military equipment, even when
this meant delaying production, retarded
the expansion of hard goods output. Large
increases in deliveries were occurring by
the fall of 1951, however, and since that
time expansion in deliveries has about
equaled growth in total security outlays.
In the third quarter of this year hard goods
deliveries, at an annual rate of about 24 bil-
lion dollars, were seven times as large as two
years earlier and about three-fourths as large
as the peak rate currently scheduled.
BUSINESS FIXED INVESTMENT
Outlays for nonresidential business con-
struction and producers' durable equipment
have remained near the high level reached
in mid-1951 following a year and a half of
sharp expansion. Such expenditures are
probably at a record level in the current quar-
ter. In terms of physical volume, business
fixed investment in 1952 will about equal
last year's record and will be about one-tenth
larger than in 1948, the previous peak year.
Underlying the sustained high level of
total plant and equipment outlays have been
divergent developments among the compo-
nent industries, as can be seen in the chart.
In industries not directly related to the de-
fense program, expenditures increased sub-
stantially following the Korean outbreak but
have generally declined since the middle or
latter part of 1951. In some industries the
declines reflect large capacity and the mod-
erate nature of demands for the output of
these industries. In other industries they
reflect restrictions on the use of materials and
selective credit restraints. The easing of re-
strictions on the use of scarce materials in
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NOTE.—Data are from Securities and Exchange Commission
and Department of Commerce. Data for 1952 include third
and fourth quarter expenditures anticipated by business.
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commercial construction in the third quarter
of 1952 and the suspension of Regulation X in
September may lead to some expansion in
commercial construction activity.
Outlays for fixed investment in industries
closely associated with the defense program
have generally leveled off during 1952, al-
though for the year as a whole they will be
appreciably larger than in 1951. In some in-
dustries, such as mining and railroads, out-
lays are declining, while in a few, such as
electric utilities, primary nonferrous metals,
chemicals, petroleum, and rubber products,
they have continued to increase.
Work on defense-related investment proj-
ects certified for accelerated tax amortization
has been put in place in both 1952 and 1951
at a rate of about 6 billion dollars a year.
The greater part of the 10 billion dollars of
work remaining on the 23 billion of projects
so far approved under this program is sched-
uled to be completed during 1953. The
largest capacity expansion programs in terms
of dollar outlays are in electric light and
power; steel works, rolling mills, and blast
furnaces; railroad operating equipment; and
petroleum refining. The program also em-
braces such diverse industries as pulp mills,
Great Lakes transportation, and synthetic
fibers.
Industrial capacity generally has been ex-
panded considerably since Korea, in addition
to substantial growth in the earlier postwar
years. By the end of 1952 increases in ca-
pacity in basic industries as compared with
pre-Korean levels will amount to nearly 50
per cent for aluminum, 30 per cent for elec-
tric power, and 15 per cent for steel and
petroleum refining.
CHANGES IN BUSINESS INVENTORIES
The physical volume of nonfarm business
inventories, measured at current prices, will
apparently show a moderate increase for the
year 1952, after a record accumulation of 9.5
billion dollars in 1951 and 4.5 billion in 1950.
Little change in inventory holdings in the
first half of this year, as shown in the chart,
was followed in the third quarter by renewed
accumulation on a moderate scale, which is
probably continuing in the fourth quarter.
Farm inventories will probably rise some-
what less during the year than the 1 billion
dollars reported for 1951, largely because of
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None.—Department of Commerce quarterly estimates, ad-
justed for seasonal variation. Fourth quarter 1952 estimated
by Federal Reserve. Changes in farm inventories are not
shown.
The composition of nonfarm inventories
has changed since the spring of 1951 as sig-
nificant reductions have occurred in some
areas while accumulation has continued
in others. Manufacturers' inventories con-
tinued to rise into the spring of 1952, though
much less rapidly than in the year beginning
with the Korean outbreak. The growth
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early this year reflected further expansion of
stocks in durable goods manufacturing,
especially in those industries associated with
the defense program. Reductions in June
and July of this year, reflecting the steel
strike, were followed by renewed expansion
for durable goods industries as a whole, al-
though at the end of September such stocks
were still below the earlier peak. In non-
durable goods industries, inventories declined
from late 1951 to mid-1952 but have since
increased moderately in some areas, par-
ticularly in apparel manufacturing.
Following substantial liquidation in the
second half of 1951, distributors' inventories
declined moderately further in the first half
of 1952, but more recently have increased.
RESIDENTIAL CONSTRUCTION
Private expenditures for nonfarm residen-
tial construction in 1952 have been running
at an annual rate of about 11 billion dollars
(seasonally adjusted), somewhat larger than
in the second half of last year but about the
same as in 1951 as a whole. Total nonfarm
housing starts in the first 10 months of 1952
were at an annual rate of over 1.1 million,
about the same as for the year 1951 and one-
fifth below the record 1950 total.
Since World War II there has been a net
addition of more than 8 million units to the
housing supply, mainly from new construc-
tion. This expansion has more than kept
pace with the high rate of new family forma-
tion, and doubling-up has been reduced
from an exceptionally high level to the lowest
on record. With many demands for hous-
ing already met, prospective buyers are being
more selective than earlier. The vacancy
rate, however, remains low, and markets for
both new and existing houses continue active
with prices generally stable at close to peak
levels. Reflecting the high activity in resi-
dential markets, mortgage debt outstanding
on 1- to 4-family properties has risen sub-
stantially further in 1952.
The extent to which suspension of Regu-
lation X in September and relaxation of as-
sociated FHA and VA restrictions on terms
of mortgage lending may stimulate demand
for housing cannot yet be ascertained. Loans
on Government-underwritten mortgages,
especially VA-guaranteed, are difficult to ob-
tain in many areas. Funds for conventional
mortgage lending are readily available, but
on terms apparently not much different from
those prevailing under Regulation X. Sus-
pension of the restraints, however, may con-
tribute to the availability of second mortgages
to supplement conventional financing of
sales of higher priced houses.
PERSONAL INCOME, CONSUMPTION EXPENDI-
TURES, AND SAVING
Personal income, which increased slowly
in the first half of 1952, advanced sharply
in August and September following settle-
ment of the steel strike. In the fourth quar-
ter personal income will apparently be well
above the third quarter level, and for the year
as a whole is estimated at about 5 per cent
above last year's record level. Expansion in
wage and salary income accounts for the
greater part of the rise. Income of farm pro-
prietors is expected to be somewhat below
the advanced level of last year, reflecting a
moderate decline in farm prices and an in-
crease in production costs. Interest, divi-
dends, and income of nonfarm proprietors
may be moderately larger than in 1951.
Disposable income, i.e., personal income
after taxes, is estimated to be about 4 per cent
larger this year than last year. This rise is
slightly less than the growth in personal in-
come because of further substantial increases
in individual income tax rates that became
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effective late in 1951. When allowance is
made for an increase of about 2 per cent in
consumer prices and of about 1.7 per cent in
population, real disposable income per capita
in 1952 will be little changed from 1951.
Total consumer expenditures increased
moderately in each quarter from mid-1951
to mid-1952, as the chart shows. By early
1952 such spending had exceeded the pre-
vious peak of early 1951 in terms of dollar
outlays, but not in terms of real takings. In
the third quarter total spending was un-
changed as sales of new automobiles were
reduced by the steel strike. A substantial












NOTE.—Department of Commerce quarterly estimates, ad-
justed for seasonal variation. Fourth quarter 1952 estimated
by Federal Reserve.
increase seems to be developing in the current
quarter, however, and supplies of consumer
goods are generally ample. Department store
sales, seasonally adjusted, advanced sharply
in October to a new high for the year and
were well above the levels of a year earlier.
Total consumption expenditures for the
year as a whole are estimated to be about
4 per cent larger than in 1951, the same in-
crease shown by disposable income. Real
takings appear to be at an all-time high,
slightly above 1951, although takings of du-
rable goods are apparently below the levels
of the preceding two or three years.
Although at record levels, personal con-
sumption expenditures in 1952 as a percent-
age of disposable income will be about the
same as in 1951 and moderately higher than
in the second half of 1951, as may be seen
from the table. Since early last year the
spending rate has been lower than in most
prewar or postwar years. As compared with
the 1946-1950 average, consumers this year
have spent smaller proportions of their dis-
posable incomes for furniture and house-
hold equipment, as well as for clothing and
shoes, but a larger proportion for shelter and
household operation. The proportion spent
for food has shown little change.
As in 1951, personal saving has been large,
much of it taking such financial forms as












































































































- Based on seasonally adjusted data.
2 Annual rates.
Source.—Based on Department of Commerce data.
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time deposits, savings and loan shares, and
insurance and pension reserves.
Durable goods. In the first quarter of
1952 consumer expenditures for durable
goods were at the lowest level since late 1949,
one-fifth below the high level of early 1951.
The decline reflected reduced consumer de-
mands. Except for automobiles, reductions
in output were generally larger than re-
quired by restrictions on the use of mate-
rials. Among the principal factors under-
lying restrained demand for durables were
consumer expectations of continued avail-
ability of goods, restrictions until May on
the use of instalment credit, and large
consumer stocks of relatively new du-
rable goods. The number of passenger auto-
mobiles in use, for example, rose from 25
million in mid-1946 to 39.5 million in mid-
1952, and the proportion of automobiles un-
der three years of age increased from less
than 2 per cent to about 35 per cent.
In late spring, however, consumer pur-
chases of automobiles, appliances, and tele-
vision sets increased considerably, partly as
a result of the relaxation of instalment credit
terms following the suspension of Regula-
tion W on May 7. Outstanding instalment
credit has risen substantially since then.
Expenditures for durables declined sharply
in July and August as automobile sales were
reduced by the effects of the steel strike.
Automobile production recovered rapidly,
however, and in September and October
reached the highest rate since June 1951, per-
mitting both an increase in sales and a re-
building of dealers' stocks. For the year as
a whole, output may amount to about 4.3 mil-
lion passenger cars, as compared with the
record of 6.7 million in 1950 and 5.3 million
in 1951. In recent months output of tele-
vision sets has risen sharply and of appliances
moderately, resulting in part from stronger
NOVEMBER 1952
consumer demands and in part from efforts
to replenish business inventories, which had
been substantially reduced after mid-1951.
Nondurable goods and services. Total out-
lays for nondurable goods in 1952 are esti-
mated to be about 5 per cent larger than in
1951. After reaching a record level in the
first quarter, purchases of nondurables
showed little change in the second quarter,
but increased moderately in the third and
apparently also in the fourth quarter. Ex-
penditures for foods and alcoholic beverages
have continued to rise and in the third quar-
ter were at a new high, about 5 per cent
above a year earlier. Much of this increase
reflected somewhat higher prices. Follow-
ing a marked decline early in the year,
outlays for clothing and shoes recovered
in late spring. Demand has remained rela-
tively strong in recent months and, with
prices of clothing generally lower, real tak-
ings are currently higher than a year ago.
Consumer outlays for services in 1952
have continued the gradual upward trend of
earlier postwar years. Steady increases have
occurred in both prices and real takings of
housing, electricity, gas, and other services.
CONCLUSION
During 1952 an exceptionally high rate of
resource utilization for the economy as a
whole has been maintained without resump-
tion of inflationary price trends. Some stabi-
lization measures have been relaxed or sus-
pended. A record output of goods and serv-
ices, despite the steel strike, has permitted
a further increase in production for national
security purposes, continuation of a record
volume of business investment in plant and
equipment, and a new high level of real
takings by consumers. Within the price
structure there has been further adjustment
of the imbalances that developed in the pe-
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PRICE AND WAGE CHANGES SINCE KOREA
Group
Basic commodity prices. . .








































































1 Less than one-half of 1 per cent.
Source- -leased on Bureau of Labor Statistics data; October
partly estimated by Federal Reserve.
riod immediately following the invasion of
South Korea, as may be seen in the table.
Average hourly earnings in manufacturing
have advanced moderately more than con-
sumer prices in the past two and a half years.
Further expansion of expenditures for na-
tional security purposes is planned. In view
of prospective additions to present large pro-
ductive capacity, the likely further growth in
the civilian labor force and in productivity,
and the large stocks of goods held by both
businesses and consumers, the economy ap-
pears to be in a position to meet the require-
ments of the defense program as presently
planned and to satisfy somewhat larger pri-
vate demands as they may develop.
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